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Abstract 
 
Despite the advances that have been made in relation to the valuation of commercial, 
industrial and retail property, there has not been the same progress in relation to the 
valuation of rural property. Although the majority of rural property valuations also 
require the valuer to carry out a full analysis of the economic performance of the 
farming operations, this information is rarely used to assess the value of the property, 
nor is it even used for a secondary valuation method.  
 
Over the past 20 years the nature of rural valuation practice has required rural valuers 
to undertake studies in both agriculture (farm management) and valuation, especially 
if carrying out valuation work for financial institutions. The additional farm financial 
information obtained by rural valuers exceeds that level of information required to 
value commercial, retail and industrial by the capitalisation of net rent/profit valuation 
method and is very similar to the level of information required for the valuation of 
commercial and retail property by the Discounted Cash Flow valuation method. On 
this basis the valuers specialising in rural valuation practice should have the necessary 
skills and information to value rural properties by an income valuation method. 
 
Although the direct comparison method of valuation has been sufficient in the past to 
value rural properties the future use of the method as the main valuation method is 
limited and valuers need to adopt an income valuation method as at least a secondary 
valuation method to overcome the problems associated with the use of direct 
comparison as the only rural property valuation method. 
 
This paper will review the results of an extensive survey carried out by rural property 
valuers in New South Wales (NSW), Australia, in relation to the impact of farm 
management on rural property values and rural property income potential. 
The increased awareness of the problems of rural land degradation in Australia and 
the impact such problems have on the productivity of rural land have resulted in the 
need to develop an approach to rural valuation practice that allows the valuer to factor 
the past management practices on the subject rural property into the actual valuation 
figure. An analysis of the past farm management and the inclusion of this data into the 
valuation methodology provides a much more reliable indication of farm sustainable 
economic value than the existing direct comparison valuation methodology. 
 
A further requirement to initiate the use of income valuation methods in rural 
valuation practice is the potential opportunity for a greater participation of corporate 
and investment institutions in the rural property market. Corporate property owners 
and investment institutions currently invest in the commercial, retail and industrial 
markets based on the financial performance of the various property markets and the 
value of the properties, which is also assessed on the financial returns generated by 
the particular properties.  
 
Introduction 
 
Rural land in Australia is the most extensive property class based on total area 
occupied, with the total area of land dedicated to agricultural production being 455.5 
million hectares in 2000. Since 1990, the area of land in Australia used for 
agricultural production has ranged from a low of 453.7 million hectares to a high of 
469.0 million hectares (Australian Bureau of Agricultural and Resource Economics 
[ABARE], 2002).  
 
As Australia has a total land area of 768 million hectares, agricultural land use 
represents over 60% of the total land area in Australia. The area of land used for 
hobby farm operations is 11 million hectares, with residential, industrial and 
commercial property accounting for less than 1% of the total Australian land area 
(Macquarie Publications, 2000).  
 
Rural industries in Australia are still a significant contributor to the Australian 
economy, in relation to total income earned, employment and export income. The 
current initiatives by the Department of Agriculture, Fisheries & Forestry (2001) and 
the various State governments to increase the amount of value adding for rural 
produce exports is also seeing an increase in the percentage of the balance of 
payments that is attributed directly and indirectly to rural production in Australia. 
 
Rural Property Valuation Methods in Australia 
 
Despite the importance of agriculture to the Australian property sector, there has not 
been the same importance placed on the valuation of rural property based on the 
income potential and profit generation of this asset class compared to other income 
producing property sectors.  
 
The valuation of commercial, retail and industrial property is always based on the 
primary method of valuation being an income based valuation method, rather than by 
the use of the direct comparison method (API, 1997). 
 
Profit based property sectors, such as the tourism and leisure sectors, as well as all 
businesses are valued adopting an income method, which reflects the potential of the 
property, as well as the management ability of the current property owner/operator 
(Whipple, 1995; Fischer, 2002, API, 1997). 
 
It would be only on very rare instances that a valuer would value a hotel, resort or 
business based property solely on the direct comparison method, as this method 
would not provide a value based on the actual income generated by the property. With 
such property sectors, value is not directly based on the size of the land and buildings 
or the construction and quality but the income stream and the risk of maintaining that 
income stream. 
 
A rural property is a property that has its value based on the level of productivity 
associated with the property in regards to location, soil type, climate and topography. 
The better these physical attributes combined with the management of these assets to 
produce income, the higher the value of the land (Eves, 1996, 2000, 2001). 
 
Although the location of the rural property will determine the general characteristics 
of a rural property and therefore the potential productivity, individual farmers within 
specific rural property markets can actually have considerable variations in both the 
commodity yields achieved from year to year and commodity prices received. These 
production variations also result in considerable differences in farm net profits across 
all farms in any one location. 
 
According to studies carried out by both ABARE and ABS (2000) the variation in 
farm net profit between below average and above average farmers can be excess of 
500% in a given year, the below average farmers having a reduced ability to improve 
their properties or have sufficient funds to carry out optimum farming and 
environmentally sustainable farming practices (Eves, 1996, 2001). 
 
The use of income valuation methods in commercial and business based properties 
allows the valuer to assess the impact of poor management, low income levels and 
risk of maintaining the income in the actual valuation of the property. Poorly managed 
properties have a lower rent/net profit compared to well managed properties and the 
capitalisation rate/discount rate adopted for a well managed property is always lower 
than that adopted for a poorly managed property due to the lower risk of maintaining 
that level of income for the better managed rural property. 
 
A review of the Australian, US and UK valuation texts shows that where there has 
been an evolution of the income valuation methodologies for office, retail, industrial, 
tourism and business properties, this has not been consistently applied to rural 
property. 
 
Murray (1948-1967) 
 
In the first edition of Murray (1948) the capitalisation of net farm rents, average net 
returns and hypothetical net returns are stated to be valuation methods that can be 
used as check methods and not the primary valuation method. Murray believed that 
the use of average net returns valued the property as per the management ability of the 
farmer and that if the farmer was not proficient then this would not represent market 
value. This assumption is only correct on the basis that the capitalisation rate was not 
adjusted to reflect the higher risk associated with the poor farm manager. Murray’s 
solution to this problem was to value a rural property on the basis of the capitalisation 
of hypothetical returns, which in reality is valuing the property based on average 
management and average seasonal conditions (Murray, 1969). Such an income 
valuation approach only provides an overall average market value and does not reflect 
the extra potential of a rural property that has been well managed and not subject to 
any environmental degradation or non sustainable farming practices. It is interesting 
to note that in the Murray text, the valuation of hotels, motels and business goodwill 
are stated to be best valued by the capitalisation of net profit method and that this 
method was preferable to direct comparison as value is associated with the trade of 
the business not the size or quality of the improvements. This is the reverse argument 
used by the same author for the valuation of rural land 
 
Rost and Collins (1971-1984) 
 
Rost and Collins (1971) also state that climate, topography and soils are the main 
factors that determine the productivity of rural land and that direct comparison is the 
best way to value rural property. Again, this is based on the assumption that all rural 
land is developed, maintained and managed on the same basis and that the actual 
management of the farm has minimal impact on the value of the property. Although 
these authors note the possibility of using income valuation methods, particularly 
capitalisation of net profit, they raise the same issues as Murray (1969) in relation to 
actual profit not being as relevant as average hypothetical net profit. Rost and Collins 
(1984) also support their views on the use of income valuation methods for rural 
property by citing the case of Reading v The Valuer General (1923), which decision 
stated that in that particular case capitalisation was not appropriate. A similar 
valuation method decision in the Albany case has not stopped discounted cash flow 
valuation method being universally adopted for large office, industrial and retail 
property. 
 
Australian Property Institute, (1997) 
 
The Australian Property Institute valuation text also promotes direct comparison as 
the preferred valuation method for rural property due to the same limitations noted by 
Murray (1969) and Rost and Collins (1984). However, the API text also states that in 
rural markets where data is available to use an income valuation method; this method 
should not be ignored as a primary valuation method. This is the first major 
acknowledgment of the potential of an income valuation method in a major Australian 
valuation text. 
 
A study by Eves (1996) discussed the need for rural valuers to adopt income valuation 
methods for the valuation of rural property, with the income method being used as 
either a primary or secondary valuation method. This study provided examples of the 
use of income valuation methods in the valuation of timber plantations. 
 
 
US Rural Valuation Methods 
 
The American Appraisal Institute rural valuation text also identifies the productivity 
factors that determine rural land values but unlike the Australian text, this text gives 
extensive coverage to the use of capitalisation of net rents and net profits in the 
valuation of rural property in the US. US rural property valuers consider the use of an 
income valuation method as integral in the valuation of rural property as it addresses 
the two major issues of farm profitability and farm viability. Discounted cash flow 
valuation method is also adopted in the US for the valuation of both farmland and 
timberland (American Appraisal Institute, 1983). 
 
Several of the US State Universities, such as Georgia State University (GSU) and 
Iowa State University (ISU) analyse rural sales for the main farm types in the specific 
States and provide valuers with an annual capitalisation rate for these rural property 
types. Valuers can then adjust the capitalisation rate to reflect the level of 
development, management and maintenance of the rural property they are valuing. 
 
Research Objectives 
 
The review of valuation practice in the US suggests that the use of income valuation 
methods to value rural property is feasible and according to recognised NSW rural 
valuation offices, there is an increasing demand from corporate rural property owners 
and rural financial institutions to have an income valuation method used as either the 
primary or secondary valuation method. 
 
This is based on the rationale that rural property is income producing property and the 
value of the property should reflect the level of management and the long term 
economic and environmental sustainability of the property. 
 
A survey of NSW rural valuers in both private practice and those valuers employed by 
the major rural financial institutions has been carried out to determine: 
 
• The number and type of rural valuations carried out by NSW rural valuers on 
an annual basis, 
 
• The level and type of economic and production data collected by rural valuers 
when they inspect rural property, 
 
• Details on the impact rural valuers consider that various levels of management 
have on rural property values, 
 
• The extent that they consider various aspects of rural property management 
has on rural property values. 
 
Research Methodology 
 
A comprehensive survey was sent to all private rural valuation offices in NSW rural 
locations, as well as to agribusiness managers with the major banks and financial 
institutions involved in rural lending. 
 
The survey covered questions in relation to: 
 
• The number of rural valuations carried out in the last 12 months, 
• Confirmation of the average number of rural valuations carried out each year, 
• The type of rural properties valued, 
• The percentage break up of rural valuations carried out on a land use basis, 
• The number of rural valuation inspections carried out where the full economic 
analysis of the property was required, 
• Type of statistical data collected on the inspection of the rural property, 
• Current market perspective on premiums or discounts on well managed or 
poorly managed properties, 
• Saleability of well managed properties and any extended sale periods that 
could apply for poorly managed properties, 
• Valuers estimates of the effect of various rural property technical and financial 
management practices on farm profitability and land values. 
 
Although there are approximately 100 valuers working in the rural areas of NSW, 
many of these individual valuers work for small to medium size private and 
institutional valuation firms. There were a total of 62 surveys mailed out to these 
firms and institutions, with 43 completed surveys, representing a response rate of 
69%. In some instances the responses advised that there was not sufficient data in the 
office to adequately answer the final survey question (question 8). This resulted in 35 
responses for the final question that dealt with the issues of the impact of farm 
management and management practices on rural land profitability and rural property 
values. However, this reduced number of fully completed survey responses still 
represents a 56% response for this last section of the survey. 
 
Survey Results 
 
Figure 1 shows the break up of the location of the 43 survey responses. The majority 
of responses were from valuation offices in the mixed farming areas of NSW (25), 
with 10 responses from valuation offices in the high rainfall coastal and tablelands 
regions of the State and 8 survey responses from valuation offices in the 
predominately pastoral grazing regions of the State. As the majority rural land use in 
NSW is mixed farming, followed by coastal and tableland grazing the survey is very 
representative of the type and size of the various rural properties in NSW. 
 
The survey asked respondents to indicate how many rural valuations their offices 
carried out during the 2002/2003 financial year and whether this number was 
indicative of an annual average. It was stressed that rural property inspections only 
related to viable rural property units and was not to include rural residential or small 
hobby farm holdings. Figure 2 shows that 30 valuation offices carried out less than 50 
full rural property valuations during the 2002/2003 financial year, with 25 valuation 
offices stating that they carried out up to 50 full rural property valuations over a 12 
month period. 
 
 
 
 
Figure 1: Valuer Responses: Rural Land Use Classifications 
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Figure 2: Average Number of Rural Valuations: 2002/2003 and Average 
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During the financial year 2002/2003, there were nine valuation offices carrying out 
between 50 and 100 rural property valuations, with four valuation offices undertaking 
over 100 rural property valuations. On an annual basis there were less firms 
undertaking less than 50 rural property valuations, with 12 firms in the 50 to 100 
category and six rural valuation firms undertaking over 100 rural property valuations 
annually. In all cases rural valuation was not the only source of valuation work for 
these firms. 
 
Table 1: Rural Valuations Carried out in NSW Valuation Offices:  
  Percentages per Rural Land Use 
 
Percentage  Mixed 
Farming 
Beef  
 
Dairying Wool Mixed 
Livestock
Cropping 
 
Intensive 
Agriculture
5-20% 7 15 9 13 13 11 12
21-40% 3 3 7 1 2 4 3
41-60% 3 3 1 2 0 3 1
> 60% 9 3 1 0 2 3 3
 
The survey requested each valuation/agribusiness office to provide a breakdown of 
the type of rural properties they valued on an annual basis, based on rural land use. 
Table 1 shows the number of respondents and the percentage of their work for each of 
the various rural land uses and rural enterprise type. There is some variation in these 
numbers compared to Figure 1, as Figure 1 related to the location of offices and not 
the actual work carried out. Although a valuation office could be located in a mixed 
farming area, valuation work could also be carried out in the high rainfall or pastoral 
grazing areas. 
 
This table shows that there were 9 firms who carried out over 60% of their rural 
valuations on mixed farming properties, with only 3 firms undertaking over 60% of 
their rural property valuations in the rural land uses of beef cattle production, 
intensive cropping and intensive agriculture (orchards/vineyards). There was only one 
valuation firm that had over 60% of their rural property work based on wool 
production farms.  
 
Table 1 confirms that rural valuers carryout a broad range of rural property valuation 
work, rather than specialising in one specific rural land use type. 
 
Survey responses indicated that of all rural property valuation instructions received by 
the various valuation offices in NSW, 28 valuation offices indicated that less than 
25% of their instructions requested that a full economic analysis of the rural property 
be carried out. A total of seven offices indicated that 25% to 50% of all rural 
valuation instructions requested a full economic analysis of the rural property and a 
total of 5 offices carried out a full economic analysis of the properties they inspected, 
with 50% to 75% of instructions. There were three valuation offices that carried out a 
full economic analysis of over 75% of the rural properties they inspected. 
 
Production and economic statistics, as well as management ability criteria, were 
regularly collected by 36 of the 43 valuation offices that replied to the survey. Table 3 
provides a list of the type of statistical data that is available to the rural valuer and the 
number of rural valuation offices that collect this information in order to complete 
their rural valuation instructions. It should be noted that the valuer will generally 
collect this data even if not specifically requested in the valuation instruction. 
 
Table 2: Type and Scope of Data Collected by NSW Rural Valuers 
 
Production/Economic/Management 
Data 
Number of Valuation Offices 
Collecting Data 
Production Yields 32 
Commodity Prices 25 
 12 month cash flow 29 
Short term program 18 
Long term program 15 
Financial commitments 18 
Capital Expenditure 14 
Management assessment 36 
Adequacy of livestock 36 
Environment Issues 36 
 
Of all the valuation offices that carry out some form of analysis of the rural property 
performance, all 36 collect information to comment on the management ability of the 
farmer, as well as the adequacy of livestock and the environmental aspects of the rural 
property. The majority of rural valuers also obtained data in relation to farm 
production yields, prices farmers received for the commodities produced and 
determined a 12 month cash flow budget. Only 18 valuation firms also collected 
economic data to produce a short term revenue budget, including the full financial 
commitments of the rural property owner. Only 14 of the 43 rural valuation firms 
surveyed obtained the rural property capital expenditure programs to assess the full 
economic viability of the rural property. This suggest that the when requested to 
carryout more than just a current market valuation of the rural property, the majority 
of rural valuers collect sufficient data to analyse the net profit of the farm on an 
annual and long term basis. 
 
Table 3: NSW Rural Property Discounts and Premiums 
 
 
 High Rainfall Mixed 
Farming 
Pastoral 
Grazing 
Total 
Premium for 
Well 
Managed 
farms 
Yes 6 
 
No 4 
Yes 24 
 
No 1 
Yes 7 
 
No 1 
Yes 37 
 
No 6 
Discount for 
Well 
Managed 
farms 
Yes 2 
 
No 8 
Yes 21 
 
No 4 
Yes 7  
 
No 1 
Yes 30 
 
No 13 
 
Tables 3 and 4 represent the views of valuers in the rural areas of NSW in relation to 
the impact good rural property management has on rural land values. The survey 
requested that valuers indicate if there was a premium in the areas that they worked 
for rural properties that were well managed and if the rural property market in which 
they worked considered that poorly managed rural properties suffered a discount in 
the market. In total, 37 valuation offices reported that a well managed rural property 
attracted a premium in the market, with only 30 valuation offices reporting that a 
poorly managed farm attracted a discount in value. Table 3 also shows that only in the 
higher rainfall areas do the majority of valuers consider that a very well managed 
property has a higher value than an average or less than average managed rural 
property. These coastal areas are closer to urban areas and the availability of 
alternative property uses other than rural is reflected in these results. In the 
predominant rural areas of mixed farming and pastoral grazing 94% of valuers stated 
that a well managed property attracted a premium in the rural property market and 
83% of valuers in the same area reported that a poorly managed rural property would 
suffer a discount in the market. 
 
Table 4: Extent of Rural Property Premiums and Discounts: Rural  
  Property management 
 
 Unknown 1 to 10% 11 to 20% > 20% 
Premium 1 17 12 6 
Discount 1 7 19 3 
 
The survey also requested that if the valuation office considered that management 
would either provide a premium or discount in that particular rural property market, 
the extent of the premium or discount should be quantified. Although 36 
valuation/agribusiness offices stated that a well managed rural property would attract 
a premium in the rural property market, the range in this premium varied. Only one 
valuation office was not able to quantify this premium, with 80% of valuers 
considering that a well managed rural property would have a premium of between 1 to 
20% above the average rural property in the same area, with the majority considering 
the premium to be in the range of 1 to 10%. A further 16% of valuation offices 
considered that a well managed rural property would attract a premium of over 20% 
compared to the average property in the same area. The higher premiums were 
considered to apply in the mixed farming areas. 
 
Although the number of valuation offices that considered that a poorly a managed 
rural property resulted in a discount in the market was less than the number who 
considered that better rural properties had a premium in the market, Table 4 shows 
that the majority (63%) considered that the market discount for a poorly managed 
rural property would be in the range of 11 to 20%. This compares to only 33% of 
respondents who considered that the premium for a well managed rural property 
would be in the range of 11-20%. Only 10% of valuation offices considered that a 
poorly managed rural property would have a discount of 20% greater than the average 
property in the same area. Again, the rural land use type that valuers considered was 
the most likely to suffer a discount for poor management was mixed farming and 
pastoral grazing. 
 
The final question in the survey asked each valuation/Agribusiness office to define 
what increase in profitability and overall rural property value each of the offices 
would apply to a rural property for well above average, above average, below average 
and well below average for the following rural property characteristics or rural 
property management characteristics: 
 
• Sustainable Management practices 
• Farm Management Ability 
• Condition of Property Improvements 
• Financial Management Ability 
• Condition of Plant & Equipment 
• Condition of Livestock 
• Levels of Crop/Livestock Production 
• Quality of Livestock 
• Quality & Condition of Pastures 
• Quality & Condition of Pastures 
• Availability of Farm Statistics 
• Availability of Economic Statistics 
 
In each case, the valuation office was asked to assign a percentage difference in value 
for the various levels of management based on the average level of management for 
each characteristic being zero. The increase or decrease in value in comparison to the 
value of the average property in each valuers areas of operation are shown in Tables 5 
to 8 (attached). 
 
Each table lists the various management and rural property value characteristics, as 
well as a range of percentage value increases or decreases that each 
valuation/agribusiness office could apply for rural properties that were either well 
above or above the average property in the areas they worked or for properties that 
were well below or below average for the rural properties in their areas. 
 
Better than average management 
 
Table 5 is a summary of the percentage difference between the average rural property 
and the rural property that is well above average in the same land use and location. 
For each characteristic the valuation/agribusiness office provided a range of increased 
values/profitability over and above the average rural property. A zero value could be 
given if the office perceived that a well above average classification did not result in 
any increase in value/profitability over and above the average rural property level of 
management. 
 
From Table 5, it can be seen that valuers considered the most important factors 
determining any increased value in rural property for well above average management 
were sustainable farming practices, farm management ability, condition of farm 
improvements and quality and condition of pastures. For all these characteristics 
virtually all valuers considered that the well above average farmers’ property would 
have a value in excess of 6% higher than the average farmer in the same location, 
with the average percentage in value for these specific characteristics being over 15% 
higher than the average rural property. 
 
Table 5 also shows that valuers considered that the management characteristics of 
condition of plant and equipment, condition of livestock and quality of livestock 
having limited effect on determining the value of a rural property. With these 
characteristics up to 14 valuation offices considered that a rural property where these 
characteristics were well above average would not actually result in any increased 
level of value compared to the rural property were these characteristics were at the 
average level of management. 
 
On average most valuers considered that a well above average rural property would 
have a value approximately 6-10% higher than the average property in the same area. 
 
Table 6 is a summary of the percentage difference between the average rural property 
and the rural property that is above average in the same land use and location. For 
each characteristic the valuation/agribusiness office provided a range of increased 
values/profitability over and above the average rural property. A zero value could be 
given if the office perceived that a well above average classification did not result in 
any increase in value/profitability over and above the average rural property level of 
management. 
 
From Table 6, it can be seen that valuers considered the most important factors 
determining any increased value in rural property for well above average management 
were sustainable farming practices, farm management ability, condition of farm 
improvements and quality and condition of pastures. However, the increase in value is 
considerably less than that stated for the well above average property. In the case of 
the above average farmer up to eight valuers stated that there is no difference between 
the average rural property value and the above average rural property for these 
management characteristics. Again, for all these characteristics virtually all valuers 
considered that the well above average farmers’ property would have a value in 
excess of 6% higher than the average farmer in the same location, with the average 
percentage in value for these specific characteristics being approximately8% higher 
than the average rural property. 
 
Table 6 also shows that valuers considered that the management characteristics of 
condition of plant and equipment, condition of livestock and quality of livestock 
having limited effect on determining the value of a rural property. With these 
characteristics up to 19 valuation offices considered that a rural property where these 
characteristics were above average would not actually result in any increased level of 
value compared to the rural property were these characteristics were at the average 
level of management. In the case of the above average rural property there were only 
two occasions where a single valuer attributed a higher value of over 20% for the 
above average rural property to the average rural property and that was for quality and 
condition of pastures and availability of farm statistics. 
 
Less than average management 
 
Table 7 shows that valuers consider that the below average rural property, compared 
to the average rural property in the same location, does not always result in a decrease 
in value. In all but four characteristics (sustainable management, farm management 
ability, condition of improvements and quality of pastures) more than 10 valuation 
offices considered that there was no decrease in value. Only in the characteristics of 
financial management ability, levels of crop and livestock production, quality of 
pastures and availability of economic statistics did any valuers consider the decrease 
in value would be over 20%, but the numbers of valuers with these opinions were low 
(1, 1, 2 and 1 respectively)  
In the areas of environment management, farm management ability, condition of 
pastures and condition of improvements the majority of valuers considered that there 
would be a 6-10% decrease in value for a below average rural property compared to 
the average managed property (range 7.5% to 8.5%). 
 
Well Below average management 
 
As was the case with the well all the levels of management discussed above, valuers 
considered that even with well below average management of the rural property in the 
areas of condition of livestock and condition of livestock there was a limited 
reduction in value compared to the average property. However, Table 8 shows that in 
all other characteristics of farm management valuers consider that there is a 
significant discount in values between the average rural property and the well below 
average rural property. This is especially the case with environment management, 
farm management ability, and condition of improvements, where more than 50% of 
respondents stated that the decrease in value would be in excess of 10%. Table 8 
shows that more valuers responding to the survey considered that well below average 
management would result in decreases of over 20% in value for each of the 
characteristics than those who considered that the well above average farm would be 
over 20% higher than the average rural property. 
 
Conclusions 
 
All rural valuers are aware of the role that farm management plays in the successful 
operation of a rural property and this level of management is an important factor that 
is considered when a rural property is valued. However, the survey also reveals that a 
full economic analysis of the business component of a rural property is carried out 
only in a limited number of cases, with the majority of valuers stating that such depth 
of analysis is only required in less than 25% of rural valuations carried out. 
 
In cases where a full economic analysis of the farm is required the majority of rural 
valuers actually obtain a significant amount of economic and financial data that could 
be used to determine a valuation based on an income valuation method. Most rural 
valuers, when requested, obtain full production data, financial information to 
determine both farm cash flows and average annual net profits.  
 
The survey also indicates that the majority of rural valuers are in the position to 
compare the performance of the average rural property in the areas they work to both 
above average and below average rural properties in the same location. These same 
valuers have also been able to apply a percentage difference in profitability and value 
based on the main performance characteristics for rural property. 
 
These factors now suggest that given the necessary scope to adjust capitalisation rates 
based on the management ability of both the rural property that has been sold and that 
property that is being valued would allow an income valuation method to be used at 
the least as a secondary valuation method 
 
Further Research 
 
The results of this survey will be further analysed to determine an average difference 
for all the various management characteristics and for each of the levels of 
management for rural property in NSW. This data will then form the basis of a model 
to adjust capitalisation rates from rural property sales to be used in the valuation of 
rural property by the capitalisation of net farm profit valuation method. 
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Table 5: Percentage Increases in Rural Property Value for Well Above 
  Average Management (Base Average Management) 
 
Property/Management 
Characteristics 
0% 
Increase
1-5% 
Increase
6-10% 
Increase
11-20% 
Increase 
> 20% 
Increase
Sustainable 
Management practices 0 5 13 10 7
Farm Management 
Ability 0 0 17 13 5
Condition of Property 
Improvements 0 1 21 10 3
Financial 
Management Ability 9 10 9 5 2
Condition of Plant & 
Equipment 11 15 6 2 1
Condition of 
Livestock 10 10 8 3 4
Levels of 
Crop/Livestock 
Production 5 3 17 6 4
Quality of Livestock 14 10 4 3 4
Quality & Condition 
of Pastures 1 1 23 5 5
Quality & Condition 
of Pastures 5 5 18 7 0
Availability of Farm 
Statistics 8 6 17 1 3
Availability of 
Economic Statistics 7 13 10 3 2
 
 
Table 6: Percentage Increase in Rural Property Value for Above  
  Average Management (Base Average Management) 
 
Property/Management 
Characteristics 
0% 
Increase
1-5% 
Increase
6-10% 
Increase
11-20% 
Increase 
> 20% 
Increase
Sustainable 
Management practices 3 11 19 2 0
Farm Management 
Ability 4 6 23 2 0
Condition of Property 
Improvements 6 8 18 3 0
Financial 
Management Ability 15 7 10 3 0
Condition of Plant & 
Equipment 18 8 6 3 0
Condition of 
Livestock 15 8 9 4 0
Levels of 
Crop/Livestock 
Production 10 7 16 2 0
Quality of Livestock 19 8 4 4 0
Quality & Condition 
of Pastures 8 8 17 1 1
Quality & Condition 
of Pastures 11 7 17 0 0
Availability of Farm 
Statistics 17 8 8 1 1
Availability of 
Economic Statistics 21 9 5 0 0
 
 
Table 7: Percentage Decrease in Rural Property Value for Below  
  Average Management (Base Average Management) 
 
Property/Management 
Characteristics 
0% 
Decrease
1-5% 
Decrease
6-10% 
Decrease
11-20% 
Decrease 
> 20% 
Decrease
Sustainable 
Management practices 3 9 21 2 0
Farm Management 
Ability 5 4 21 5 0
Condition of Property 
Improvements 8 9 17 2 0
Financial 
Management Ability 15 6 9 4 1
Condition of Plant & 
Equipment 19 6 8 2 0
Condition of 
Livestock 16 10 8 1 0
Levels of 
Crop/Livestock 
Production 10 3 18 3 1
Quality of Livestock 21 5 8 1 0
Quality & Condition 
of Pastures 8 6 19 2 0
Quality & Condition 
of Pastures 13 5 13 2 2
Availability of Farm 
Statistics 14 6 11 4 0
Availability of 
Economic Statistics 17 6 7 4 1
 
 
Table 8: Percentage Decrease in Rural Property Value for Well Below 
  Average Management (Base Average Management) 
 
Property/Management 
Characteristics 
0% 
Decrease
1-5% 
Decrease
6-10% 
Decrease
11-20% 
Decrease 
> 20% 
Decrease
Sustainable 
Management practices 0 5 13 10 7
Farm Management 
Ability 0 4 8 15 8
Condition of Property 
Improvements 2 4 14 10 5
Financial 
Management Ability 7 1 20 2 5
Condition of Plant & 
Equipment 12 10 9 2 2
Condition of 
Livestock 10 1 19 4 1
Levels of 
Crop/Livestock 
Production 5 2 14 9 5
Quality of Livestock 16 9 4 3 3
Quality & Condition 
of Pastures 2 2 19 10 2
Quality & Condition 
of Pastures 4 6 12 11 2
Availability of Farm 
Statistics 6 4 16 5 4
Availability of 
Economic Statistics 10 7 10 3 5
 
 
 
 
 
 
 
 
